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U S WEST COMMUNlCAnoNs. INC.. •

WASHINGTON U11LJ'11ES AND
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ORDER .

OOCICEI' NO. trt:·960126
)
)
)
)
)
)
)
)
)

lUspoDdml. l........ , )

Nature ofthe Procccdina: In 1his doc:ket. tJSWC IIu file4ala:iffin "'ilich it
proposes to tennina1c its c:entra Plus service fornew customers. allow conti!U1ing service lC
ensting CentreX Plus CUSlOmers within specified limitatioas.l adrmnm·,c aU <:::emrex Plus
service in the year 200~. the )Ul'in v..'hieh me last ofits aistinl Ccmpmy-~de,Caurex Plus
COnrraets expires. 'The Commission suspended me proposccl wtffamendmentp~t to RCW
80.04.130 and in!tituted aptg~inwhich the Compay could c!mnemstrnte th&t the proposal
is fair. jU!t.. reascna'ble and nfficicsll pursuaat to RCW 80.36.010. 1lz Company ehalletlp this
decision. in Superior Ccurtj the court remanded the mlftef to the CarnnU5aion fen conclusion oC
the proceeding. jncticating that \he ma.ner was not ripe for itS d~isi.an. :l :

CommlsslOD: The Cammi!sion rules dmt the Company may nat withdraw
Cen~x PJus, as it requested. in lhc absence ofsuimble tariffed alfaonatives avai1l;ble for
t:.onsumen and rcsellers.

Appcal'llnctt: Lisa.A. Andel!• .um:ney, Seaule. reprcscmed 1"CSJ'OPdent U S
VlEST Communications. Inc. ShaDnon Smith, Assistant ADoIDe)' Genctal. Olympia. !'Cpleetucd
Commbsion Stafi: Roselyn Marcus. Specla.l AssiSWlt Attomcy GtncIat. Carlisle, Permsylvmia.
felitael1tcc1lhe Washinllon Stale DepanmeRl of WD1m2ltion Services (DIS). The; followil\i
attom~ repretentec! In1m'tIlOlS in thepro~dinJ: Sha%ed Communiations Services. by
EliubcUa Thomas. Seat1le.lnd Beth-Karan Ka~. Ponland. OreJon; MetrOIl:t.Serrvicc
Carpontion ("Metronct") and Mel T~lecammu.niCl1iOlUCompany rMCIj. by Sroob H.
lUt)ow. Suttle. AT&.T Communieations oflhe Pacific Northwest, Inc.. by Gregory J. Koplll and

Iratal',. II WOdlcf .Ilow .:clst~cunon-s ID iftcrease da:~ofllMs.ttWd far spei:iW1WS0ftI
-ld whhln ~ified Iimhlltana. ie_ILk! also .Uow~ to Ilrtmlnlltc IN nrvict wRMlK thE Jl,lymeft1 ar
flCf\4lries 1hu miafr\ bel pro.idtd. tor in CDattaCII fOf IhtI~.

~ComndlliDasubsequently "lied _ Ill••tll\Irc.yMGpa\lictt pariod "'-lalled 4;rin:s1he _die
ftIlItter .....~111!'tiewIn 'Uptrlcr court. I",Ji~ ofchr Iirni\. ofm" _ilion. with lIM ordu'eNCrtd befor-
die ~pl~ioft or Ibo Dri&in&l.sllSpmsion ..riot!. UtI rulin. doe! nor aflioa me prac."eeclln;. .
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AIm G. Waldbaum, St:etUe; Frontier Tc:lf!man'aemCDl.,lnc. ("-nIj. bY Sarah ~g1er Miller,
Pcm1aftd

7
Ofeacm. au! Michael J. Sbortleym. R.a~er, N.Y.; MrS 1JJ.tel=eto~W~n,

IDe.. by Doua1M G. Bmmer and Morton J. Posner. W,sbiOi1on D.C-,1l1d Public CoUDSt1. by
Robcrt Mmi!old. Ae,;srftnt AtcomeyGe=nl. Scanle.J I

L BACKGR.OUND AND JNtRODUcnON4

Ccntmt Plus is a a-vice that UIU individual telephone Jines 10 SQ'VC insu1Dnents
torth@~t gflelaziwlyJqe, oftct&~iaI. c\llComct1.~ ins'tnuJJenIl1:quires a line.
The service is am ahemabve to a PBX. or priVIt£ btaneh exrJum&e. in which~ lines IefVC I
small local switch. ad me switch or hmDcb n:l:ha.oae intum~es the instrumenu. Beeause all
!he extension lineJ C'C 1\01 used at the same til=. •~ 1nml: can laVe a number of .
iNUVomenlS. Centzex Plus II me latest in a long series ofsimi1arscnic~defmcd:by 1he $pccltic
functions of&rcd. with names ineludinJ: Centrex. Cen~ex. IrA Cellb'OD. Nor serViees have
been·terminated. often alJawing wstin. customers to continue the service, upon~ offer ofa
I\CW or rcp1lDe:rnent service. In this praeeeding. the Company has of('e~cl no Jepl&CeJBenllJcn'ice
but mtes that a rep!aeemN1t is under dcveIQpItlCl\L

The Company deYdoped Ccmrex AI a means to satisfy its IarJCSl '!ustome~'
needs in eampeti~oJ\ with alternative seJVices such as PBX S)Stems. Because lh~ la:ge&t
customers could sec<.are al1enutives at • Jow per.line. per-loeation cost. the n1e. Sliue:tw'C of
CcntteX ~SQ offered those. &dv&:\tlics. '

In Docket No. U·S6-086, the Commwion approved the Company·~ ftqueSl ta
eW,ify the O:nlZ'c:lC; Jmcbgc ofbt&fts~ compctitivc..' In conjunction with the centre.'<
competitive features. the Company ptoposcd (0 offer N'O monopoly or "boftleneck"xtVices: the
nct\o\'OTk aecea connec~Of NAC. and the nerwork access l':aiS~CT or NAR.'. Tbe Commission
granted the Company's Request for competitive clus;t;catiou ofdte intefC!om .biU~ and 'the
identified CCfttreX featu=. but mstNcled the CompInY in lbc order~pzoving co.titivc
clwifLCattQI\ that:

)Pub!~ QnmIcl did ItOI patticipm ill 11\, procadin.d\lrill' ltIc t.riqoC'~••

·A......, 1ICIW,ld&d iNroduaicm win prcriicle COiIt,cXl "rout d&Clslal\.

'Oal)' 'die Cemra fanI,~P&eQ&( and intercorn caUln. ability -we ~roftclfor C'Ol'I'Ielil~
clua'Gcali9l\.

'The NAC II dw equivalcru of UK: lOQlloop 01' line and prg.,1da KCeII ta 1M~k. It tN:JlJc1.s!he
rmninaliorl. orCOMICttDft to VII aw;tcl\: the drllP, Of' cOMedion 10~e CUSlOmlf pl'Cft\lRs~ and the~. or pair of
wir.s CCiWetifts dwlft.. TheNMb the Nautor\: Aeccss~~~ to res!rica 01 cft\bSe "- 11M'll'\ a
I)roportiall,,1Ictcd bJ the customer 10 rrmnie 1M abllhla of'S"1M\b, n.HA.C plUl a }liAR iJ eiluiv.leat 10
lirli1e liM lerviC:1L '
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The Qm1mipi o1l has some c:on=u tIwl in. competidve,
aa, theC~OIlDee4s 10 be IUI'C Ilw& the COIDpA'\y iI not
~ byzz:aeau DfitB mouopol, over buic C1nm;mon.
TheCommiaioD~ lbatthe compay will notpecUp .
to;edsermOll~ly trIDIInission .....-icm wlJh CODZpCltilive opUOI)S.
The CaDmlssioDwouldprefcttD -=1bsrnm~movmai:a.
~onoftmb=dliDgmODcpolyand competitiwdanmts u
much as passible.7

•

It was dczr in that proceedin&; IU1C! n:atruzDtd. in suPquem pro:Jel"djnis. that the
Commission wuaW£O"riq thJI~vc clusUlClliou anly oftho~ fWUn::f IDd not
ofthe NAC and NAR elements. The Om1pany did, however. plcb~ mMopOly'~iuiml
semccs with competitiveelement!.

!be Commission next consiLiem! reWed issues in the "Centrex Plus" ale5.
Oot\;el Nos. UT-911418. nJL In its order daltd November 1•• 1993. the Commission obrcrvcd
thaI the Company·J CentreX Plus proposal incrcasr:d 1Chtr1handecreased 1M bunclling: Doted
lhat t~ Company's staled. pwpo.sc in IJJIkina iu fiIiDg was, in a:sel\CC, to price cCJuivalc:rit
~ertic:e8 equivalently; and stAted U1e following inmjectin& rha Comp8t1y-s~1:

We tule that the Company I •• muse llrifftbt; 1!lonopoly
bonlen=k savice. " ... Itm~ provide COSIIIJPPDI'l dam for its
urifIand its price list components parallel with 115 price support
for complRblc'scrviceJ in. the bIlslness and pnvale line tariff's.

We crd.er the Company to begin ltUC UDbundling of its
CenU'CX scTViee.ln partieulill. it m\lSt tariff1hc Ceatrcx stlliot\ line:
NAC as aboftIcnea Jnoaapoly clantl1~ ccllt lhoUld reduce 1he .
btmdJmSof~leMCDZSto a minimum eouiscatt whh pna4t;nt
engineeringprincl,les for minimum quaJ.i1y orservice..

In the filing considered in that proceedin~, the Compaay propoJed fa 1'CS1rl(;1 the
selVice - i.e., to wit!ldrawthe servicefi'om customm having I\VO m1WentyJUles, in action wilh
8i~ficmlpar.aI.Jels to 1he presentpropcml. In tdUsina the request. the Co=nitsion 1IUed:

The ComJllnY'I ptOpOsed Cmtra Plus1JriCc list woal4resrrld
Ceat!ex Pl. apiNt services \QC:~~~ than 20 lin~ It a
.inale pmnise. InterVertDrS point out that this will snerdyRltriet .
opponua,ities for n:sale -.mODS smlll bumleu customers. 11 would har

'FGUPl" SlIpp&omcnlal o,llu.1D" Padlis NpnlmgtBdL tb:bcNo•. U45·3~..-& (~~i\. 1518'. pII~
U). $,", ,lISt. Doctet No. U-8J.:! 116-P.lD (E CR! OrtM N£nbwnL 'pc. DcI:... 1911,

•&J..!:St. Fori Supplenetltal Order. Docket Nos. UT--9II.U....... p.• mcS p. II.
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smaJlercUSlOmtlSMml1M mrviet; aad woulclllYer:elYmaict r_e.
without rcc',ssj,r;mloIl to rede:5ae tbllU7ket. cui arithom~
wba1hc:r'1hal would Gfcct the campriti".v.i£wof1he~ foribe
1I=tYices.

Ul\def1hc Jaw. USWC may~BUnicmtDmen
ill ammpc:tilivcm.rilct. But itmay not, after elulifiedcm. .
without ipCCiSc Ctm=lDion appmYll, 1IIC lIdivity in a Imtedly
defined mmkct to accmc competitive ICl'Vice el·gjfiel1iou,1hen
~tThemmketit ilappmcd10 saw IDd mil"""JIy _
eliJainatc a tlcmc~live or less compeUtiw -lUG! !om lbe :
1I:rvia:. Ifthc COUJP-m'perceives thatit has a eaptiw custamcr ·
base among smaJlef CUS%OmCB for iu wifred b.M. line
services. thea reclasJifie.ation !lIlY be PfOPU. R'mjc;tinrs~
CUSlomm fmm Rc:eivini "';pmzrnqacjtbqdimly qt by
resale wpyJd bl! mriepmpcthiyejratbcr WID the JRP01'S 1p I

1;00000tjtiywmJlrtcL !inwjon,

PAGE 4

That j, ngt to MV Wi the CDJDPlDYmlX never r;mrjq jr$
sqviec It mult. hgmu do $9 conWgent witt; PUt appmYl) orm;
consequences. [EDlphlSi. added,] .

In its compliance tiling in UT·91l488. Ul.,lhe company did n.ot~le1elr
Wlbundle the aezvice requiRci to provide Ccn~"(. The Commission apprtlvc:d the filing: satisfied
that it moved in the direcotian thatth~ Commission had ord.eted..

Inme recen~ rate case. Docket No. ur-950200. abe Company propqsed an
increase to smallet CuaDmen but did not lake CuMUllep. towml nc-unbundli!li ofthe
elements ofits Ccnttex Slmfices umil1:he Commi&siondi~ it to do SO.IO In the Fifteenth
S&appl~l Order. the Cammissionsa.id: -

The Commission accepts Mcuollel's JqUment that it is
high time foT 1hc ComnUssicm to on!ertbe Compay to take1he
Iteps it eftCOlnged the Com]*\)' to tlkc in mecaCII:X Plus
cOllrpJimc:e ~liDg order. Tht ordtr and hs predea:aor wm elca:
in their terms and in dleir impon. lhc: ComDUsslon accepwl a
filiQI thai rill short ofperfection but eBjo)'Id mb,.,';·'
apeemmt &mOni most panics - aeludm, Mctlalltt - and
~auso it WI! .. .smp i'fl th~ diRclion ordered by the Commi"ion.

'Melt6nc'l ~JuAiCilll"C\'ir'" or 0It: Commissioll"lppfDwaJ .,f1tlt CiIlaIpIiMce arlit

la.n.c eft! r:aseJa.~r:d 8pDnlIpr1atD ra&III.~I)'__I die CoINnissin'. ~iOft1tm die
CaJftflM)'~ eqllivaJat RIa for ~UiVlk"1 ~ices. '
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NOW in this filinitha Compmy hisproposed IDfQUIa thal "",u~d
ICpafrom %be i=pc:rfEct tft'M&cm=ts DOwiDdfCl:L

1boCompmyIbID 1i1$~ ttf!'eeIizII the =bmnms of
1M~~pric:iq the maba' e.ea.r. PAIs..lioa liM
at1he priV1lll5 Jine NAC lISe.cd taDoYC b ItIdiczI !ocanQft : ,
~~ JO is ccraJiItedt DDtoalywidl bo1hofWs
Cemn=cPIUI ordc:a cited lboove butalso wirh the 6daal
ftqUUcmcmn:qairiD& ltIIle~ uabmullizl•• [footmla omi!red.]

The Company filed limuJllneously izlall ofiujurisdicdoNfor ambority to
withdtaw ~KIVice!.u luadvicclanerbulliljudsdi;lion.AdviecNo. 2140T. cites
priem.a uomaUcs as the J'CUon tor -=ckiDg wi!hc:bWll.

II. IS THE COMMISS!ON PRECLUDED AS A.MAnER OF LAVi FROM
INTERFERING WITH THE COMPANY'S PROPOSED .

WITJiDRAWAL OF CENTREX SERVICES?

USWC'sprincipa1Ira=~l is dmt the Com,"f.~ol1 is preduded as a mMler Df
law &om suspending irs tBriffor interf-:rift! 'wi~ im withdrawll ofths ItMce. .

The CompQy conlends that RCW 80.04. t3012 allows the Commisiion to suspend
only those tariffs that by their ,mns specifiWly -'c:hJ.nse- or mcrease rat=. It contends that
\\ithdmwal Qr. tariff' c.mOl be considered B. chlJ'liC to an eWliag me or (harp.

I&.rha ftUDa DmIrmS OftF~ 5. 1996,lfttr CoaIJ'aI puICd1bI~ioas Act or 1996ad
befon Prcsi<hm CUnumllpcd ic. n. Ac:r. inw .11a. teq\!n. inaDIIbJrU \Dca)~~its ~make
.crvlces av-ilabJe ""...r. and Cledcs 10 '" S..1M dtc:isioll ot'-bIdter fa alJow~ orserviceI. The Act
is pubnCl La-No. 1G4-104.110 Stat. $6.ced"'~'T:~7 U~,t'. Scc.. Ul.r~. (r~.nf wlU~femdftltn
Ibis Cltda" limply ..~.Tdccam Aa.•

un....NIdI as .lbUowa: .
1OM.150 lui....... -ttllrift'et II ~.....,.. .. II'" ='-'I4I.kat

WH t
.........,...... ...-...c. ..-craM.-nb. en ~r.y,...~ .nice ClaqIiIcaY, Wli me

...Im IIlc~_.., 1dIDduII. cIuIlfic,a(ial. nda Of ..,iIIIIiDa. .. '''',s DCp"" BlO ... aftt
Ate.o.rp....llIr ~U lMr.wtot. cM"Ic(I."~I\uaU"n~r.~.apcMa;DWft
trGIicrll .r IPGSl ClIW!\IIlaiN, tIpft aab. to IIMtf 8PGII • --. cenc:tn1Dr ruclt~d dIIftI«l uId
Ih.l raJa."'MU all4 jullRlll1Ml'Ii)r. &rid pandlRI lid IMIrial ...... dUis_~ b :
cemmlslloft ....1 I&IIpnd ltle~ft .f~ ,.~. drouJ•• ""Ill ~t 11111« .. ~iod .... c~inl lIa
mocstII f'rorn ck .-. _ SlQIW wolild OWr-W: Co inm life.UII after a UI!'tainI '-e cGl'lllft\pica
~ nub luek Otcfcr 1ft P'der.nci IMftCO a ......eI be 'Pftn'idr.d W\ • IIQ1'UaI IftkilftCl II'Ier1lq ..:me bad
blIcO'lhl .ffIcliYc. • ••. :
[Emphas15 a.dd.ed]
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Cam.mit.sioa S1Iffresponds1hatUac P10})C*d. uri:f!'WDuld.~ the1'IdeS

eustomm would p;a'J =tbe same lwei of#rrice conmned in~Plus, thtlt small to
=edium CU5lOmers could 'find no reasonable al=-ti\'C, ad Uw simiJIrservices~not~
UIeore'ica11y available from alrcnatin proWIC$inalJ pIItS ofUSwe sezvict ~totY.

~ Cammis$ion delamincs WID popaal wguld IDdeed~ the "'ef&cr' of
cbaniiDl1he rates and charges far seM~,mthat its COIISCCilaCC is1ha1 cusrome:s will DO
lcmger be able torec~1be saYiee It the ai.stmg 'II.~ nc~.Jadlngof1h~ ctltUte
woald eliminate the "effi:tfll"'g"'ae aDd kave1be CommissiCD.withoutpo.to address
proposals tbar. as 1hiJ. do no!: by1hdr tmms impose • dumJc but do so indin:ctly. That-the
c:b.1IDIc milht.not OCCUZ' fo1' some~metl unlil1he)'Cll '005 iE .a1Dl'Cter of1iminI. 'I'he
Colnpany has no Ilkmative service avallab.lc 1I0W1l1he ame Dte and me mere possibilil)' that
mcb a xrvic:cmy be de~lopcd11 same uncenam rale level does~I peyen! i1s cum:nt

. prDposa) from bemg a d1aqc in tates or cbmga based on CUft'eZ1lly.-awilabJe~ce_

It j! also apparenl1hlt the Compaft)'IS proposal 'WOuld have the~of
incmMm, rues for cunomen- particularly for smaller cuatamcs- !low using Ce='ex PIU! for
whom, underthe proposed withdrawal. the Com1WU' provides no ~ually inc:xf>ensive. altemativc
savic:e..

The Company acJcnOW104F5 that WAC .8o.l()..320 n:quircs Wifred service10 be
withdrawn by a =if!'fUln~, but UiuCS that the TCgWation onlY requires lha company to file a
wiffto withdraw a. tariffed ~icc. lhG Company's implicit COftl=adOft is 'Chat tHe COmmission
h:zs no authority 16 suspmdor .aCt ~pon awifffilcd under a rule unless the power to act upon it
is specifically staled in the legul.llon. We !'eject that view. ReW IO.04.1~O empo'lMn the
Commission to act in eYCfY iMInCe \\~ a wift'is tUed r.hI.t m~rs the erileri& ClCthe law.U

C~h1petirive nmrt of tile serviCI. USwe IUps dml Cen1rCK ~J.us is a
competitive service, end that the contested tariffsare in placeonly to implement a c:ampclitive
offering. .

USWC urps that "CeDUCK" is defined brlhc feUlrtS. ~I the bcnilelleck
servi~ lind thu because lhe Company has the po-=, to withdn.w• comperiti~ ~jce. it may
withdraw aU lSSoeiated ~ices, tariffed or not. The CoINllissioB ftljeca th:I1 arPmant.. It is
clear tha! Ulr; 'NAC uvj NAR. elemesns are indeed tlriflEd., arsd the Wift'SlBIlclard epplies to tIu:m
jm!IpeCtive ofthfJ nlture: ofassoeillcd savices. W. hPe deraUc4 above Ourai~O~our
ditcaions. and our arden. that the Company UDbundle the clemmts ofCentra serviCE.
tJnbtmdfiag mnos that the c1c:meats are not bound tDFther IDd thatlhey me conscquemJy
Ivailablt 18plnlely. This is comi!lcnt with lite teqviremC1'1lS of"dUll law regainl
unbundling and rea!e.

FEB 136 '97 139:59 31929879131 PI=lGE.07
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USWCques thIZ the :fta2;tftsbnc: been ibund eompcdUVt - aJtanatives m
.".uablc; that CeuueXbas JelS1han 1~% 1:ILIrtetaha; 1IZ2d tha'Dr. Zcppusd&ed~IIi\lOe.a]ly

in1he mle c;ue IbtUSWC oqhllO be allowed to witbdmw Q:atrex..1• 1h8 Coirmsission
~wledlet t.bIt the Ccmn:x fcatulU 3Ind hI1crcazn IbiJily lie classified U ca~peliti'YC, but
that docs DOt mswt%my~l~qUClSlioft1blt is poII:d.lO us. We obsl:zye1batthe~tive
market has chaDpd auhstaDtiIlly Iiftcc" CornmiSoza drdded. the coazpetim. cWsiic:mion
issues in Cause No. U.c6-86 IDd rcaf!itmelf it inDechtNo. UT--911488. lhtimltkct for
USWC's service aecordi:al to this m:oM indYdts retdlcrsadpotelltiaJ rcse1lel2 ID.~
degree. Federal Jaw has cblmFd lUbmu1tiaJly'linea we CDImd'those ordt!ft, &D4 we are DOW
subject to pmvbiDDS ofme Telecom Act .-ad ~Ialcd rquJatioas, The &cr thBr a;..mcc is
classified Is competi1S'W1: doel DOtmr.c that ita \t111!v:bswa1 maynot be IIlUiCOJn~tive.ADd we
have already indieated, in the On:Icr in Docbt No. UT-Sl11418.1bat \W have 1hd pOMrlO
CXamin8 proposed withdrawal ofcompetitive setVices, to dmJrnine~ it WoUld haw
impennissiblc effeeu.

uswc ~1hattlu:re i. no ntiGftll bub forotMrparriea' desi!e that USWC
Offer a replacement befot!: the CommiuioQ IpptOYCS witbdZlwal. mdlhal USWC has no
information that the Commi.mon bas ever doDe tbe Si:&JDC IbiDa: my Other lima WeD~ that
we~ unaware cfllly cxacuycomparahle s[tuation. We find1hIr~~~DeemS 1ft

a rational basis for oth.crpanW'~ts and we rule that we do have WI~r 16 SUIpCOd
thi) proposed wiffand to T'ej~t it upon a proper~rd.

W, IS THE PROPOSED WITHDRAWAL FAIR. roS'it

RtASONABLE AND SUFFICmNn

tJSWC contends in suppon oriuwithdta'dl proposal that h it justified becauSe'
me lCtViee h&5 be~ome oblO tete IDd because avliJabllit)' oftbe service for lalJerCsu1ts in what
it calls "uneeouomic 8IbitD.ee.9

' h mg~ that the unbUDd1ed e1cmenu me priced i~propristely -
• under cost - aDd~ they shol1ld not be separatelyavaillble. .

Oblolesc:mce.. The C~I.irzmn.~~,. ~haJ become obsolae.
hu no ~ibJe. ObJcdi"C suppOitm~ m:~, The Comt=YedalowJedIcd lbat Clemand for
tIic s~ce c:onruu.u;liiiflwifiii iibu experienced sianificaat- over 300% ill~ fCBIS 
growth ill aaJes. bUt con'tCnds that nonelheless 1h1I it is obtoldc. I1& dcsedpciO'lll of:oblolcsc:1rtlce
arc general in~ and ue not convi~g; it cofttends that grOWth in ales raml1S:1ergdy from
conversions 10 Ccntft:x Plus by customers who hacl pnMDusly UJed otbtr9 DOW Wi~tawnand
~pla.c~, CCDrrex SCfYices and WC:~mere convenions, not ftf:W CUSlODlers.

100Dr•Zapp'1 rae CIIM ICI'rimcn,.lI noc bc1arc us &lid did nor Iddrculhl lpeQAc proposal tNt ah8 company
has mado in thec:a~a(rhis pNlC'CCclln,- • . :

FEB 06 '97 10:00 3192987901 PAGE. 08
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Itappaz'lo 1be CDtmDimoo thaI. either wrj, a1llJe aDd inatuing number of
customea~ finding that Ct:ntrft' Plus~ccmeets their Deeds. 1'he Compm,. tau IIOt
supported ita Conta1Ucm that 1hesemct il obsole1c. Ndherhu tbI: Cor.cp1DY c=e forward
wi1h a pIOpoJed lq'1accme:m SI:n'ic:c !hal is not '·obsolete".

UD.ftGDomie arbltnee.. The CoDJpUly coalDis that aVlilahility ofIhe service
under newH&Ih: rcqui!r=a\ts "NiH 1U1I1t in~nomic _luqe". Specific~ in!oJmation
was Mt offered into this tecord.

Co=aislion Sraffq\la that OSWC failed 10 p10Yc iuclaim o.t:uoeeonomic
arbiMJe. Sta1fcomt:nd, lbJ.!aIl~ IC'fQWC lOla do 1101 prove uncconamic FblUIP and that
111m is no evidence of my. effect on DelTe\'alUCS CK'!Itt lKomC. Sta1falso~Dw \be
Company'. ~vcnuc l'rojcaions don't cODSidcr zrawdl in serviCe$. FmaJJy, the €or=niISiOIl
StaffIlgutS that Ccn!I'CX resale isnot uneconomic: in a"value-added" sca.se bca.~~ rneUc:rr do
bring added value.

The Commissiono~ lha1.. ifthe amia: is inappropriately priced as the
Compan)' eoolends, the appropriate n:sponse is to cbaDp me prieing. We Cftccn~'age the
Company to do 10. 1bc evidence is DOt 5utr~icnt on this~fd to draw Rliable .com:lus1ons
about pricblg. the reveJI\l~ COnJequeT1CCl \0 die Cmnplny o(variousscenarios. C7i1he deC( on
income ofvarious 8%09T'evenue levels. :

Ifa. service is 110t ft'COverina its costs or1. otherwise iuppro~ly priced. the
~ptopriAte ~ponsc is 10 reprice·me service elements. This simple SUlgeWOD~ been adapted
in other junsdictions addressing Centrex Plus widldrawll. The Commi&5ion has ~c,J[edly
encouraged.1hc CDmpany10 adjust the prices ofits centrex clemCM! SO thai, across iu RlVices,
equivalent Jet\'1CCI an: pric~ equivalcnt~.DoiDg so will reduce ar eliminale thf;!opponamityfor
uneconomic abinge ad the matter wiJ J. be resol\"Cd.

Coaelusion. There is ins11flicient evidau:e ill. tbi3 ncord ~r1beCommission to
fmd That the change inmel ni- chm!c:s to~I or potential fu!m'c CUB'OD1en~would Mult
from withdrawal ofthe service would be fair.just. reasonahlecT mffielent.

FEB 06 '97 10:00 3192987901 PAGE. 09
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IV. DOES TIlE PROPOSEDWI'IBDUWAL HA.RM COMPEIl110N
. OR JmmERmE DnELOPMENT OF COMPEl1110N?

IDtI:rvacxs I:Dd CamrDiuion Suffarpc that1be paoposed~Plus
-1hlbwaI will ham competitors aDd impamissJ"lyiDlefci6 with lbe devcJopmmt of
compmilion. Policia ofboth stare and fedcnl"w pzomotc'lha dew1aplftc::at ofce=.petiti~IS

ad Jm'\'i£ionI in the Teleam At;t!t!q~IUtU 10~d1icampai1ive multl.1
'

CommiDion SlI1fargucr that SIlIIZ, fcdr4I m:t COmmiSIionpolides fAvor resale
and 1ha1 tho Company has been ardm:d to unbCIftdJe elaDcnts - mel iswiIhdrI~ it 10 it lNOn't
bave 10 unbmu!Je. Sraffcd !merven.ocsco=nd 1bat1he propDlll islDticompeti~veand
dcsipcd to disld'GJ,qe competitoa.whidt they Illy is shO'ND by v.c lack of. rePlteement
pIOducL ThcrUBUc1hat racllas would have DO compmblc~ ta xU.

mtervenors argue 1htt1here~no cffccU~ orprice :oasaahUaaCCl~doft. in
local mmkcts and \IUs ptopOsed witbdmWII wcn4d mike IUC:h COIitpetition more ditneult to
achieve and thaI samo customers would have110 compamble altemative It all.

The Colupany ft.1ipCIMs that there is 2m evideacc1hal Ccaaex ftlSIle ia eaentlaJ
(or competition. It notc:s that AT&T does not rcseU Cmtrex and Iw IlO plmS to do so; 1ha1 Mel
does not resell ~n~x lind has no known pJw to do SCj that Mctroncc offered DO evidence
about the effect ofthis proposal on its operatiDns: lhlt MFS does ¥aell but did not Rumnfy any
hllml from the proposal - and thal it has its ownfacilities. in My tlW1\t; that rn~Iedno
evid~e ofhann, orthc extalt or its Dpa3tiotlS;Dr '* ofCctztrex in resale, md~im:d it has
o,her options; that SCS KleUs bUl preseartd no evidence about lhe number ofCUStomers that it
serves aal1 ,hal it~ w:ililies lhIt could provide Cmuex and does not COtUald thai CentreX is
its only optien forprevidiq acrvice. I

The OtftuDission bclie\IWs lhat~c proper qumion is no~.~=- ceirtrcx Plus is
esxntiaJ for ~m-pdiiiOii;\Ut w!i:ther'ih" Withdrawal'wo~ld 'OpftatO iu.•anti~itive. . .
mmner. Here, tbe'eYiClcmee inl:!iWq'mac it \WuJcL" '. " . : "

IS~. The Telecomm111\icll1ions Act of 1996. Public lAw No. 104-104. t 10 Stat. 56,
codified It 47 U.S.C. § 15 t nB,R. (1966) ("the Ttleeom Ac;t": RCW &OJ6.300, 1lJIQ.

'-&. Sections 2S 1{~X4) and ~l(bXl) ofthe Telecom Act md. Parapph 961 ofthe
FCC', Fint Report IDd Orda". CC Dotkec Nos. 96-91md 95-185,

''Th•..n~ - inc&utUnl~ rinainJ or..... reqUlllc' III~ 51 I ar_Mf&rm.1ftd pabUcI,~
mtemtntJi by Comp:my~i"U - also ift&f;CIftS dI8r _itOftlPCEiD'" mou~ led ro citepro~.

FEE 06 '97 10:01 3192987901 PAGE. 10
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Dr. Zcpp" aDd Mr. Raines both discussed and d=nonmared 'tbt:~tic=petitive
nature oftbe pqol&1, wh£ch has thepo~ 10 e'imin'trl'tSd!ersu4 reduce~er choice.
It has been DOted, as Ms. Baitd ad Mr. bizLa bmh teat:mtd, Ua% wwpelitiYD 1Qcal«chqe
cgmpanim do not opt:nllC m~eaatponicns oftbc Sllte.~ t..:ts '1ft' fi.Dd~1hu1be
Centrex Pluawemce is popu!m; that poWIh retlecu 1m mCftUing damInd. pani~ariy arDOna
small b~;!ba1 no aulOIOUS pmduet,isnow of!eed by IDOIhcrprovidcr~tbinUSWC's
territaJ)': that no omuJl'Ovidcs, Ji:gly gr iI\ cambinmoa, have the cum:nt ahili~to offera
replaeemm service !!zmuI}1our USWC's1eS!i1Oty; thaI witbdr&WBl would Jeaw $ODIe
tc1ccommtiaical:ioas pnMdC'J without ID1 comparable option for~iDl ~mers, elpCcially
small cusun:n=, aM that withdJawal would lave all R:lIIelk:J wishow. me abilitY 10o~.
POPWIl' patkaR8 u one armon 10 their eusto&ua'I.

Cone(uslaD. The Commission co~l'" baled upon d'lo ncoM ~!hi.

proceecfiDg, Nt.withdra'll'&1 oftile Centrex Plus PacuF, iDdudiu.l both the tariffed.elemenls
Bl1d the clementS classified &S comperitive, WQuld muh in ineteased ratesand chirgts tbaI have
no[ been shown to be fair,just, fC1ISooabJe, Or saflicie'Jr; woUl4.be ~mpeQ1.iYe in effeet;
would tend to destroy or inhibit competition; wouldvjo.~e poJieies oroothale and federal
laW; and would be tommy to the public interCl'l. Withomanapprcpriate ~laccncnt produce.
withdrawal Clt'this~1 at this time will ba~ a~alad~c effect upon!both r==Jlers
and comumcts and upon competition. I

v. EFFECT OF PROPOSED R.F.STR.IcnONS

Ifthe proposal i! approved, are the proposed restrictions for =$ling customers on
growth and resale sufticie11l.? Washington"$ DepaJUftCnt of lnfonnation Services .stateS that the
PtOpoul would advtlKly affect i~ operations and asks that lhc: Com:nWion c!isIfPove the
proposal unless aUliww.ions on service 10 existi11l Cu.st01llClS DR removed.. It contends that the
propoJCCl resui~ans are "'que, and ques thal1Jac: Stale woll1d be foteed to usc: nio~ expensive.
allernatives ifthe proposal is ap~vcd. JWdlasAque that the proposed raui~U~M would
ptevenl them from expudin:1heir offma,s, from meeili1cneedsar~t custa~ Inc! ftom
serving new cUStetrners. .

uwe~ to find wi1hdrawal ~iaible. we would. review interiftl PCOvi!iODS
closely to de1crminc 1hc need for cbanses in those ]XOVisions. We see no aecd 10 d:o so inliptE
ofour deci5icn.

"Tbc~o'"~=--.d tbal Dr. 2.ep~'J tdQmol'l)' is tmJICK~ b1llls ....."'tllCl in dtc~·I priDr nib!
cue. Of. b'pP'11IItirIlenyd-n isMln1lewnr in1b1l1l'lDet~1Ilc pra.tftrprvpoW!Iad IIOC bfcn mlde ad
d1mr "'8S 1h", 110~ Of 8;)Propri., Cootu! far It.- bS1UftoI\Y. :

FEB 013 '9'7 10: 01 3192987901 PAGE. 11
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IncoaclDon. the CClmDilSiall~ _ Compan)"'1=]10- to~ its
CcmrexPlus.mea md to allow=cmaaJSIOtna'J -pandpcen1" -=smftil the r-r2003.
We :find that 1hI 'Pft'POal is!n=ssib1lmti~w:;lbat it WQUld MYC:l~ effecc ot
chan,m, m:l~ C\SS!DUJQS raree ana ChIups fUr cozapmbJc KtVice and~
some c=usIOm.ers oflnYcompmbk scma:; and1lmtt:hI ~tin. etunp II:tC not~ to
_~E1t i!l.~ ~~!~~~,j~nabla ad mftic.i.!!P1-o 'VIa:Giid thu1he service is
.~ o~l~te:and thatl~i~~..9!JlP.0l be~md an Ibis n:IC«d ISs~ for
withdrawal We eueomqe !he Company to adjust its Ccnuex Plus pac!a.p 1M ~11Ud t.Iltif
Tl!eS and cbuJes ifit bclie~that me service is not economical at in~ zc:sand prices.
We. find that the Company'; wilhdmNal proposal is in=miS1m1~....e~ic..~ad lbat
it would result in setY~ thIt i~.j~uat~ to meetthe oeec!s ofe.~Band pot~a1 customers
and in ' 1Iffisicut to meet 1bc: tlliCds of!ub~liaJnumbers af~omcsfor scrvic;e. -

We ,"cpt the Commission Sza1fpositiaa !hat withdrawal ma" be ~~~ropriatc

~n Ihc CDmpanymakes compatible servicesawilablc. .

We are nor required to.1J1d. do not. decide whdbtr the proposed coi1didcns for
ccnrinuin~ servjce after withdrawal~adequare. Neither do 'We, nor~we requiicd 10. decide
tha't~witbdmwa1ofthe S2:tVla: WDuld be impropcru.r inccmvcuicnces some c;ustomea.that
~lt~ in some increased ehmJc$ for 50mc t WCOmctS. tIw i=cmvmimc= $CIa1C' rescUers. oUhat
Je.aves some Q1$tOCletS «potential ~~ersinm.ti~~c~ without lnimcdiatc
comparable l'eJ)lac:emenl smlce. We will c!efCT those: decisions to anomer day, mother
proeeedins. and ~other record. :

Based on=ent~ TCCOrd in this matm'cuf "POD the above findings offiCI, the
Commission hereby ma1."CS aM Clilm1hc following ultimate6Dd~ offaCl The findinas or
specifil: fa.u made above are incmporaled. into 1M fc!UowiIIg ul1izna&c &ciS by dUJ ~c:m1Cc.

Fl'N'DINGS OF FACT

1. The Company on Fcbrua!Y ~ 1996, fllc4 with the WasflinP"1 Utilities and
Transponation Commiuion a proposed tlIiffchule to widutmw its~ Plus lind related
seNic:el. offeringexisting w.stomerl lht: opponuDity lQ caUtinue nccMui Si:Mee Until the yeu
2.005.

2. 'the Commiuion IUSpCnded the "IOposed tariffchage an. Febnw'y 23. 1996,
and ordered that In investigation be c;ot\d~d illEO dte proposal.

3. !be Company soughtjudicw levi.", cfthe~ decision. the Court
remanded thl matter to lhe Commission akT 63 days hal! elapsed. "The Commiman 1Uleci that
the St2ltutoty~Ol\:Period\VB.! tolled during the period ofju4ieiIJ rt:Yiew.

FEB 06 '97 10:02
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4. CentrexPlus is a senice Ihat UItS individual telepboce lines to provide smrice
comparable 10 scrvlce 'WhiQb is pmviclai viathea~\I'& uamolol)' oftnmk1ir)a terVmS via
• private bmocb exchatlat 0: PBX. 1be CommissiOA eluDed O:m:ex Plus~ fd.tures
aDd mtercom abD.Uyas a competitive IetVite in DocJcetNo. &16-16 aDd~ that
cl'ssification in~No. tJT-91 J481. .

. ~. 'The CompIn;y's ptVpoKd ClriffcbmIe wogld !&a",,1IK:e1r=of~~DSmd
iacreaiDI tIleS md Charatl for CUStom_ nOw recci.ma C=tn:x 'lwa tetVice IDe! fofpotentiaJ
customen of1hat service. !

.
6. Unless the Company off'czs lin Ippsoprillte altmIatiw 1CI'Vic:c.~as

totallyaepame unbuadJed elct=ltS or IS .scperuely1IIri:ifed ekmcats desiped to fonn part ot.
Cer1au.-.«yle plCbF. wi1bdItwal oftbeservice 'NUl ac1w:ndy I6:cI exlstm,lDd!po1enlial
futute ccmsUD\eIS md exi!ting 1m! 'J)Ousntill1Uture reseUezs.1IId will opcalC to rcdUC1: or inhibit
competition. :

7. No ~!, objeetiw evic:kuce supports Ut~ Company's comention that C=tte~
Plus~ce is cbsol~te. Based upon dircc1evidcncc, UdudiDl statements ofeustO!Ders and
statistics regarding CU!tOmtf grow. the .service is not obsolde. '

8. No direclt credible evidence suppotUthc Company';e~ ihat
continuing 10 affc r Centrex. Plus would. t'QUllln UlWConomic 17bitra,t. The~y is free to
seek rr:pncin; ifit beUeves the flfOcf=t to be inappropriately priced. :

9. Withdrawal of1he service would ~bDJ1tia1ly restrict reselkrs' a~iUt)' to meet
con.unm' needs. The proposal would eliminale rescUers. would tcdua: consumer choh~e.
would restrict rescllm' Ibili~10 serve consumerneeds and would eDl.b\c USWC to mai,u~in a
peate: market man: than ifUSWC were required to continue offcrina Ccnuex PJ~.

10. The evailabi1i~of,uitahle replaccmr:nt ser\iCel could meet co.n$um~ and
competitive Deeds and NOder withdrawal pmniuibh:, '

CONCLlJSIONS OF LAW

]. The Washington Utilities and Tran.spcnutioD CommiuiOD hasjuQsdicliGft o"cr
the pmpo5!lmd the panics to this proceeding.

withdrawal.

I

2. The Commission has &he llwful authority to suspend and, to teject:the proposed

J. WithdRwat ofthe CeDtrex Pl~ service would not be consillel1t~ lhe public
intm:,t end would ~It in tates that are Dol mr.just, rcason1ble. Dr suffi~i=t.

FEB 06 '97 10:02
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. 4. W'nbdrawal ofthe~Plus JCJ'Vi;e would be mUcu=paid~. It would
hem exisliDg complltition ud bizlder1bC development ofecmfCliti=.m1bc~ of
IPPIOpriate~at clemmns.

S. AU moDems COD.ISft!rt with this cIeclsion..approwd; tbMe~t
.htlrevMh~rej~ed. ' .

ORDER

. The Cnmmiuion on1crs ma~ 1be ttritf&iag moda by U S ""EST
Communicalions.1Dc., on :FebrtwyS. 1996 for effect onMarch I, 199ti, i!. hereby:rejected.

.' OATED at Olympia, WilshingtDn aM effeclNe this0?6~ d$Y of
December 1996. . ;

,
WASHINGTON UTII..1TIES ANO TRANSPORTATION COMMISSION

~K~'
SHARON L NELSON, Ch8irmen

Vrw" /l.n~
WIlLIAM ft-GIWS, Comrl\iI.k:lner,

NonaTO PARTIES:

Tbll tJ • flul cu,t.r or die ColllmlMloli. In ucUdon to Judldal twlew, .miaitn.tiyc .-I..,
.." be.YaflabI.dI~. pditioa (or'nc'OlI.idcranoD. filed wltbla 10 clay.. G1thc ICnkeor
this, erder pu......at to R.CW 34.8'5"'70 and WAC 480-09-110, 01' • petition :for ntaai1llg
pUI'IlWIt to acw 80.04.100 or RCW 81.&4.200 alld WAC"~9-00(1).

FEB 06 •97 10: 03 ' ** TnTQlI PQGE.Bld.«*
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Cheryl L. Parrino, Chaiman
Daniel J. Eastman, Commissioner
Joseph P. Mettner, Coml1lissio1U!r

Jacqueline K. lleYJlOl~Exccutive Assistant
Lynda L. Dorr, Secretary to the Commission

Steven M. Schur, Cbief Counsel

Mr. Don Miller
TDS Telecom, Inc.
301 South Westfield Road
P.O. Box 5158
~~on, VVI 53705-0158

Re: Investigation of Tariff Provisions Affecting
Resale of CENTREX Services and CENTREX-like Services

OS-TI-143 ./

Dear Mr. Miller:

At its open meeting on November 7, 1996. the Commission determined that several
provisions of the CENTREX service tarlffs flled by TDS Telecom, Inc., (TOS) affiliates
contain Unreasonable restrictions on resale. As such they are contrary to both s.
196.219(3)(j), Wis. Stats., and 47 U.S.C. § 251(b)(1). Specifically, the Commission found
that the elimination of the ability to aggtegate discounts o'Ver multiple customer loca.tj.ons
unreasonably restricts resale of CENTREX service. The Commission does not object to the
replacement of individual contract 81Jthority with a standard tariff. or to grandparenting of
existing contracts, but those grandparented prices must be made available to any reseller
serving a customer eligible for such grandparented prices.

These tariff filings are hereby rejected. and will not be placed on file. The various TDS
affiliates may refile these tariffs, at their own initiative, pro'Vided the umeasonable
restrictions are removed or changed. ~ letter order i$ issued under the Commission's
jurisdiction in SSe 196.02, 196.26. 196.28, 196.219, 196.39, 196.395, Stats., other
provisions of cbs. 196 and 227, Stats•• as may be pertinent hereto and the provisions of
47 U.S.C.• § 251, as applied by the Commission under its jurisdiction and discretion in
ch. 196, Stats.

•

610 North Whitney Way, P.O. Box 78S4, Madison. WI 53707-7854
General: (608) 266--5481 Fax: ('OS) 266·3957 'I'TYr (60B) 267-1479

Home Pag~ httpt/lbadla".ltate.1rt.U5IagendesJptcl



Mr. Don Miller
Docket OS~TI-143
Page 2

If you have any questions on this matter. please contaCt Peter R. Jahn of the Commission
staff at (608) 267-2338.

By the Commission.

Signed this 8 ~ day of ,Gal_~/9$

Lynda 011'

SecretarY to the Commission

LLD:PRJ:reb:g:\tele\ss\lorder\cemrex.tds

cc: Records Management, PSCW
Service List of docket OS-TI..143

See attached Notice of Appeal Rights

..



Mr. Don Miller
Docket 05-TI-143

"- Page 3

Notice of Appeal Rights

Notice is hereby given that a person aggrieved by the foregoing
decision has the right to file a petition for judicial review as
provided in s. 227.53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is no date on the first page,
the date of mailing is sho\VIl immediately above the signature
line. The Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review.

Notice is further given that, if the foregoing decision is an
order following a proceecUng which is a contesteel case as
defmed in s. 227.01(3), Stats., a person aggrieved by the order
has the further right to fIle one petition for rehearing as
provided in s. 227.49, Stats. The petition must be rued within
20 days of the date of rnaUing of this decision.

If this decision is an order after rehearing. a person Ilggrieved
who wishes to appeal must seek jlldicia1 review rather than
rehearing. A second petition for rehearing is nor. an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not consti~ a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is final or
juQiciaUy reviewable.

Revised 4/22/91

~-'-------._--------





PUBLIC SERVICE COMMISSION OF WISCONSIN

Memorandum

November 5, 1996

FOR COMMISSION AGENDA

TO:

FROM:

RE:

The Commission

Scot Cullen, Administrator
Peter Jahn, Communications Rate Analyst
Telecommunications Division

Investigation of Tariff Provisions Affecting
Resale of CENTREX Services and CENTREX-like Services

05-TI-143

~!,!ggested Minute: The Commission rejected several provisions of tariffs filed by Wisconsin
Bell. Inc, (dba Ameritech Wisconsin), and various local exchange companies
operated by Telephone and Data Systems, Inc. (TDS), on the grounds that the
i:.a..-iffs were anti-competitive and unreasonably restricted resale of CENTREX
services.

Background

In spring 1994, several resellers requested that the Commission approve CENTREX

and CENTREX-like services (CENTREX) for resale under s. 196.01(9), Stats. On

December 7, 1994, the Commission issued a letter order authorizing CENTREX for resale,

and directing local exchange carriers to remove all tariff provisions preventing such resale.

Following requests for reconsideration, requests for rehearing and court challenges, the

Commission held hearings on the matter on February 26-28, 1996. On July 16, 1996, the

Commission issued its Final Order in docket 05-TI-137, titled "Investigation of the

Authorization of CENTREX and CENTREX-like Services for Resale." That order

reconfirmed that CENTREX services must be made available for resale, and ordered all local

exchange carriers to remove tariff provisions that restricted the resale of CENTREX



services. In the order, the Commission also -expressed concern about indications that

individual contracting authority for CENTREX services might have been abused. A major

rationale for authorizing CENTREX resale was to allow market forces to bring discipline to

the CENTREX market. thereby preventing such abuses in the future.

On July 16, 1996. the deadline for removing resale restrictions from tariffs, TDS

filed revised CENTREX tariffs for all 14 of its local exchange carriers (LECs) in Wisconsin.

On July 24, 1996, Wisconsin Bell, Inc. (henceforth "Ameritech") filed tariffs modifying the

rates, terms and conditions affecting CENTREX service. Staff held meetings with

representatives of both companies to discuss staff's concerns about those tariffs.

On August 1, 1996, the Commission issued a Notice af Investigation ill this docket.

On September 13, 1996, the Commission issued a Request for Comments, listing the issues

raised by these tariff filings, including whether the tariffs unreasonably restricted resale of

CENTREX service. Initial comments were due October 4, 1996, and were filed by

Ameritech, TDS, the Wisconsin State Telephone Association, Frontier Communications of

Wisconsin, McLeod Telemanagement, Inc., the Telecommunications Resellers Association,

AT&T Communications of Wisconsin, Inc., and Global Telecom. Reply comments were due

on October 18, 1996, and were filed by Ameritech, TDS Telecom, the Wisconsin State

Telephone Association, Frontier Communications of Wisconsin, McLeod Telemanagement,

Inc., and GTE North Incorporated.

The TDS Tariff Provisions

The proposed tariff from TDS includes three major changes. TDS proposes

eliminating individual contracting authority for CENTREX service and replacing contracts

with a standard set of prices. The tariffs would eliminate customer ability to aggregate lines
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at muhiple locations to qualify for usage discounts. Previously. customers with lines at

several different locations would be eligible for a discount based on the total number of lines;

now the discount is based solely on the number of lines at each individual location. Finally,

since the proposed tariff would do away with individual contracts for CENTREX service,

TDS proposes reducing rates for all customers with individual contracts priced above the new

tariffed rates. Customers with contracts at rates below the tariffed rates would retain their

existing rates for the duration of the contract. This "grandparenting" of customers also raises

questions. All of these provisions apply to both retail and reseller customers, except that,

since TDS has not previously allowed CENTREX resale, no resellers are grandparented.

The Ameritech Tariff Provisions

The Ameritech tariffs make several changes. First, the Ameritech tariff used to allow

customers to combine all their lines (in an exchange) into a single CENTREX common

block!. The new tariff requires a separate CENTREX common block for each discrete

customer premises. This provision applies to both retail and reseller customers, and would

mean that a customer with multiple locations (for example a bank with several branches)

would no longer be able to have a single CENTREX common block. Instead, each location

would have its own block, and 5-digit calling would only be possible within the branch

(unless direct connections are established - see below.) Calls between branches would

require 7-digit dialing, and would cost the standard per-call rates. Multi-line discounts

1 A CENTREX block is a switch function which segregates and identifies all the numbers belonging to a
particular CENTREX service. Customers in the same block have similar numbers. and abbreviated dialing within
the block is usually available. The State of Wisconsin has a CENTREX block. incorporating the 26x-xxxx numbers.
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would also apply on a per location basis, as in the TDS tariff. The Ameritech tariff exempts

airpons, education, government, hotel/motel, and health care customers from this provision.

Ameritech has stated that this change is intended to make the price of CENTREX

service match more closely the costs of its technological competitors, namely advanced,

multi-line customer premises equipment (CPE) like PBXs and key systems. Since such CPE

serves only single locations, the cost benefits of PBXs and key systems accrue on a per

location basis. It is also intended to prevent intercom calling (free CENTREX calls) between

unaffiliated customers.

The second change proposed by Ameritech is an increase in the nonrecurring charge

for establishing a CENTREX common block. When combined with the. above requirement

that each location have a separate common block, this means that the resellers must pay this

charge each time they acquire a new customer. The current nonrecurring charge is $130 for

small blocks. The new rate, which will not go into effect until January 1, 1997, is $600.

The third change is to prohibit direct -interconnection of unaffiliated CENTREX

systems. Direct connections originally were used to link CENTREX common blocks to

allow intercom calling between customer locations in different exchanges. Direct

connections can also link CENTREX common blocks in the same calling area: for example,

the bank in the above example could link its branches with direct connections to allow

intercom calling between the branches. This provision was intended to prevent resellers

from using dedicated lines to connect CENTREX common blocks in separate cities, thereby

avoiding toll charges for calls between the customers served by those blocks, but, as worded,

prevents all interconnection of reseller customers. Retail customers could still purchase

direct connections to avoid toll charges or to allow intercom calling.
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The fourth change made by Ameritech is to add the following paragraph in several

places in their tariff:

The customer shall not assign or otherwise transfer its rights or
obligations under any CENTREX contract without prior written consent of
Ameritech. Such ~onsent will not be unreasonably withheld or delayed. Any
provisions to the contrary found elsewhere in this tariff are superseded.

Ameritech contends that this type of language is a standard feature of contracts in other

markets.

Staff Analysis of the TDS Tariff

Staff does not object to the TDS proposal to eliminate individual contracts for

CENTREX service, if handled in a nondiscriminatory way. Individual contracts require

individual negotiations for each customer. A standard price list simplifies order taking for

both the customer and the company's sales representatives. Further, as shown in the

05-TI-137 docket, individual contracts require additional training and oversight on the part of

management. Since CENTREX has become enough of a commodity for TDS that the

company has adopted standard pricing guidelines, and since the options available in the tariff

allow customers to customize their service, it makes sense to tariff these prices, thereby

avoiding the overhead costs of contracts.

Staff does not agree, however, that eliminating the ability to aggregate multiple

locations is a reasonable change. In docket 05-TI-137, Wisconsin State Telephone

Association (WSTA) witness Dennis Pickett testified that being able to serve multiple

locations cheaply was one advantage of CENTREX service (Tr. pgs. 30 and 50.) The

requirement that discounts be calculated separately for each location eliminates much of this

advantage.
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The following chart is taken from the Badger Telecom. Inc.. tariff. Like the other

TDS tariffs. the first price is set in relation to the rate for single line business service in the

exchange, while the other rates are based on a standard set of term and volume discounts.

2 35.60 34.80 33.90 33.10 32.20 31.40

3-5 27.10 26.20 25.40 24.50 23.70 22.80

6-15 21.40 20.50 19.70 18.80 18.00 17.10

16-25 15.70 14.80 14.00 13.10 12.30 11.40

26-50 14.30 13.40 12.50 11.70 10.80 10.00

51-10{) 12.80 12.00 11.10 10.30 9.40 8.60

100 + 10.30 9.40 8.60 7.70 6.80 6.00

This table shows how significant the volume discounts can be.

The primary effect of this change is to prevent resellers from profitably marketing to

smaller customers. Telecommunications resellers have always operated by committing to

large volumes and long teans, on a take-or-pay basis, and operating on the resulting

discounts. The proposed change would eliminate any chance of such volume discounts, and,

because the long tenn contracts are location specific, also prevent the resellers from

mitigating the risks of long tean contracts by spreading them over a number of customers.

The clear effect of this change is to make CENTREX resale uneconomic and, therefore,

impossible. As such, the change is an unreasonable restriction or limitation on resale, and is

contrary to s. 196.219(3)0), Wis. Stats., and 47 U.S.C. § 251(b)(l).

TDS has proposed reducing rates for all customers whose contract rates are above the

tariffed rates. Staff has no objection to that proposal. However. TDS has also proposed
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grandparenting all existing Contracts where the contract price is below the tariffed rate.

While that proposal keeps customers from facing rate increases, it hanns resellers. Unless

resellers are allowed to obtain these grandparented prices, grandpareming will create a body

of customers for whom resellers cannot compete. Even if the Commission were to mandate

a fresh-look period, resellers would still be unable to compete, since they would have to

compete based on the new, tariffed rates - rates higher than those the grandparented customer

would pay. The only reasonable approach to this problem is that recommended by both

Ameritech and several potential reseUers: allowing aU resellers to obtain grandparented rates

when serving a customer eligible for that grandparented service.

Staff Analysis of the Ameritech Tariff

The requirement that separate common blocks are required for each separate customer

location, coupled with the increase in nonrecurring charges, has the same effect on reseUers

as the TDS requirement that all discounts be calculated pe~ location: it prevents resale by

eliminating any economies of scale available through aggregation. As such, the change

means that resellers cannot aggregate discounts, then it is an unreasonable restriction on

resale, as described above. In Ameritech's case, however, the federal law mandates that

Ameritech offer wholesale rates, at a considerable discount, to reseUers. The Commission

needs to determine whether this discount can be considered a substitute for aggregation and

volume discounts. If so, then resale is still economically possible, and the requirement of a

separate CENTREX common block per location would not constitute a barrier to resale.

Even if the Commission does make that determination, the increase in the

nonrecurring charges associated with establishing common blocks creates a significant barrier

to resale competition. The $600 charge is considerably above both the cost of providing the
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service. and above the level the Commission would have set under traditional ratemaking

procedures. The large up-from cost imposed by this change seriously erodes the resellers'

margins. Moreover, it increases the risk factor in CENTREX marketing. Since the reseller

will have to recover that nonrecurring cost over the life of the contract, and since

Ameritech's rates provide a de facto price ceiling, thus limiting the speed of recovery, the

reseller will have to be sure of keeping each customer for a longer period of time. This

increased risk may make it uneconomical for resellers to market to smaller customers.

Ameritech, since it receives the revenue from this charge, has an incentive to increase

customer chum in order to maximize the surplus from this nonrecurring charge. Ameritech,

by inflating its nonrecurring charges, is decreasing reseller's margins and increasing their

risk, thereby creating a barrier to effective competition and to resale of CENTREX services.

This should also be considered an unreasonable restriction on resale.

Ameritech has argued that separate common blocks are required to prevent intercom

calling between unaffiliated customers. Ameritech's prior tariff had included tariff

provisions prohibiting such calling, and allowing for a number of actions, including

disconnection. for customers who violate the tariff. Further, Ameritech has shown no

evidence that intercom calling among unaffiliated customers is, or will be, a problem.

Further. staff sees no reason why such intercom calling would occur: the customer must use

special dialing to place an intercom call. and would have no reason to expect such dialing to

work when calling a number for an unaffiliated company or person. Even if intercom calling

among unaffiliated customers were a serious problem, it would not justify the greater harm

inflicted on competitors by Ameritech's "solution."

The prohibition of direct connections for unaffiliated customers is clearly a direct

prohibition on resale to certain types of large customers. Under the revised tariff, the bank
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could purchase direct connections to allow intercom calling between the branches. so long as

the bank purchased the service directly from Ameritech. The reseller could not provide the

same service. since it could not directly connect the bank's locations (nor combine them into

a single common block) to allow intercom calling. Likewise, a customer with affices in

Milwaukee and Sheboygan could use a dedicated line to avoid toll charges for call between

the two locations if it purchased the service from Ameritech, but a reseller would be

prohibited from offering the same service.

The fourth change proposed by Ameritech is to include language requiring approval

by Ameritech of any transfers of rights and obligations of CENTREX contracts. It is staffs

opinion that this language does not appiy to the relationship or contracts between a reseller

and its customers. Instead, it would only apply when a CENTREX customer (either a direct

retail customer of Ameritech's or a CENTREX reseller, but not a CENTREX reseller's

customer) would be bought by, or merge with, a third party. In that case, the rights and

obligations of the CENTREX contract would pass to that third party. Ameritech appears to

be within its rights to exercise such a provision, provided it is enforced against all its

CENTREX customers, whether those customers are retail customers or resellers.

Ameritech has also proposed grandparenting all existing customers. In Ameritech's

case, this includes some resellers who currently have CENTREX common blocks which

serve multiple locations and multiple customers. Ameritech proposes grandparenting those

blocks. This means that resellers could continue to add new customers and locations to those

grandparented blocks. If the common block per location restriction is allowed to stand, these

"

resellers would have a major competitive advantage, but that advantage would result from

their having entered the market early, not from discrimination on Ameritech's part. The

Commission would, if it allows the separate common block requirement to stand, have to
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decide whether to allow these resellers to retain the service for which they contracted. or to

eliminate this advantage in order to "level the playing field." A third option, again assuming

the Commission were to allow the separate common block requirement to stand, would be to

allow grandparenting of existing contracts for all existing customer locations, but to require

that all new reseller customers be placed in separate common blocks.

Potential Impact on the Checklist Docket

The Ameritech tariff changes may have a bearing on its request to gain entry into the

interLATA market. That request is being addressed in docket 6720-TI-120, and is not at

issue here. However, in order for the Commission to advise the Federal Communications

Commission (FCC) with respect to the Ameritech request, the Commission needs to be

satisfied that Ameritech has met the conditions in §271(c)(2)(B), often referred to as the "14

point checklist." Item number 14 is "Telecommunications service are available for resale in

accordance with the requirements of sectians 251(c)(4) and 252(d)(3)." Section 251(c)(4)(B)

states:

(B) not to prohibit, and not to impose unreasonable or discriminatory
conditions or limitations on, the resale of such telecommunications service,
except that a State commission may, consistent with regulations prescribed by
the Commission under this section, prohibit a reseller that obtains at wholesale
rates a telecommunications service that is available at retail only to a category
of subscribers from offering such service to a different category of
subscribers.

As discussed above, the modifications to require a separate CENTREX common block for

each customer (coupled with the increase in the nonrecurring charges for common block

establishment) and the prohibition against direct interconnection of unaffiliated common

blocks have the effect of, and should be considered, unreasonable prohibitions on resale of

CENTREX services. As such, they would violate 47 U.S.C. § 251(c)(4)(B). If they remain
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unchanged, they would constitute a basis for the Commission to recommend denial when it

advises the FCC on Ameritech's request for interLATA relief.

Staff Recommendation

Provisions in both the Ameritech and TDS tariffs violate the provisions of s. 196.219,

Stats., and §§ 251 and 252 of the federal Act. The TDS tariffs have not yet been placed on

file, so the Commission should deny those tariff filings, and allow TDS to refile those tariffs,

at its own initiative, after removing the anti-competitive options. The Ameritech filings,

because of the different regulatory framework which applies to Ameritech under state

statutes, have gone into effect. The Commission should direct Ameritech to file amended

tariffs removing the unreasonable restrictions on resale, either by eliminating the common

block requirement, or, if the Commission finds that the wholesale tariff allows resale, by

reducing the nonrecurring charge to bring it in line with the economic cost of the service. In

either case, Ameritech must eliminate the prohibition against resellers purchasing direct

connections when those customers could purchase the service at retail.

A letter to that effect for each company is attached.

RSC:PRJ:reb:h:\SS\CMEMO\CENTREX3.MEM

Attachments
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Ms. Mary Joanis
Docket 05-TI-143
Page 3

Nolice of Appeal Rights

Notice is hereby given that a person aggrieved by the foregoine
decision has the right to file a petitioG for judicial review as
provided in s. 227.53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is no date on the first page,
the date of mailing is shown immediately above the signature
line. The Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review.

Notice is further given that, if the foregoing decision is an
order following a proceeding which is a contested case as
defined in s. 227.01(3), Stats., a person aggrieved by the order
has the further right to file one petition for rehearing as
provided in s. 227.49, Stats. The petition must be filed within
20 days of the date of mailing of this decision.

If this decision is an order after rehearing, a person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for rehearing is not an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is final or
judicially reviewable.

Revised 4/22/91



e Public Service Commission of Wisconsin

Cheryl L. Parrino. Chainnan
Daniel J. Eastman, Commissioner
Joseph P. Mettner, Commissioner

Ms. Mary Joanis
Directory Regulatory Affairs
Ameritech Wisconsin
722 N Broadway, 17th Floor
Miwlaukee, WI 53202-4396

Jacqueline K. Reynolds. Executive Assistant
Lynda L. Dorr. Secretary to the Commission

Steven M. Schur, Chief Counsel

Re: Investigation of Tariff Provisions Affecting
Resale of CENTREX Services and CENTREX-like Services

05-TI-143

Dear Ms. Joanis:

At its open meeting today, the Commission detennined that several provisions of the recently
filed tariff on CENTREX service constitute unreasonable restrictions on resale. As such they
are contrary to both s. 196.219(j), Wis. Stats., and 47 U.S.C. § 251(b)(l). Specifically, the
Commission found the requirement that each customer location mUst have a separate
CENTREX common block to unreasonably restrict resale of CENTREX service. The
Commission made similar findings with regard to the increase in the nonrecurring charges, to
establish a common block when combined with the requirement of a separate CENTREX
common block for each customer, and with the prohibition against direct connections
between unaffiliated customers.

Ameritech is hereby directed to file revised tariffs, within 30 days, eliminating these
restrictions. This letter order is issued under the Commission's jurisdiction in ss. 196.02,
196.26, 196.28, 196.219, 196.39, 196.395, Stats., other provisions of chs. 196 and 227,
Stats., as may be pertinent hereto and the provisions of 47 U.S.C., § 251, as applied by the
Commission under its jurisdiction and discretion in ch. 196, Stats.

610 Nor,th Whitney Way, P.O. Box 7854, Madison. WI 53707-7854
General:~08) 266-5481 Fax: (608) 266-3957 TTY: (608) 267-1479
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Ms. Mary Ioams
Pocket OS-TI-143
Page 2

If you have any questions on this matter. please conraet Peter R. Jahn of the Commission
staff at (608) 267-2338.

By the CommissioD.

Signed this 1 c..- day of t&a~rlu')11&

~
rI' ~...-...o=-..-~__

Lynda~
Secre to the Commission

LLD:PRJ:reb:g:\tele\ss\lorder\centrex.wbi

cc: Records Management. PSCW
Service list of docket 05-TI-143

See attached Notice of Appeal Rights
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Notice is hereby given that a person aggrieved by the foregoing
decision has the right to file a pe~tion for judicial review as
provided in s. 227.53, Stats. The petition must be filed within
30 days after the date of mailing of this decision. That date is
shown on the first page. If there is DO date on the first page.
the date of mailing is shown immediately above the signature
line. Th.e Public Service Commission of Wisconsin must be
named as respondent in the petition for judicial review.

Notice is further given that, if the foregoing decision is an
order following a proceeding which is a contested case as
defined in s. 227.01(3), Sfa,tS.• a person aggrieved by the order
has the further right to file one petition for rehearing as
provided in s. 227.49, Stats. The petition must be filed within
20 days of the date of maiUng of this decision.

If this decision is an order after rehearing, a person aggrieved
who wishes to appeal must seek judicial review rather than
rehearing. A second petition for rehearing is DOt an option.

This general notice is for the purpose of ensuring compliance
with s. 227.48(2), Stats., and does not constitute a conclusion
or admission that any particular party or person is necessarily
aggrieved or that any particular decision or order is fiDal or
judicially reviewable.

Revised 4/22/91
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